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The bill makes various changes to the definitions of the motion picture tax credit program that appear to constrain the program in terms of
expenditures eligible to generate tax credits. Investor tax credits are currently taken against income taxes, and the bill will allow them
against franchise tax, severance tax, and sales tax. Certain LED rule making authority is constrained. Income tax withholding is required. A
long-term industry planning committee is created to recommend program changes to reduce industry dependence on government subsidy.
Recapture provisions are modified.

The bill also establishes different conditions for productions approved into the program after January 1, 2014. For these participants, a
30% credit is allowed for expenditures other than for below-the-line payroll of nonresidents. This nonresident payroll will receive only a
20% credit. Payroll to any person over $1 million is not eligible for the extra 5% payroll credit. Small productions between $50,000 -
$300,000 are eligible for 30% credit for investors with 3 years of residency. Effective for tax years beginning on or after January 1, 2014.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

The bill makes various changes to the definitions of the motion picture credit program that appear to constrain the program
in terms of expenditures eligible to generate tax credits. Presumably, these changes apply only to new productions approved
into the program after January 1, 2014. Changes to the program explicitly applicable to productions approved in after 
January 1, 2014 will also constrain program costs relative to the current baseline. However, the small production 30% credit
is an expansion of costs since these productions are not currently eligible for the program.

These changes would not be expected to have a material effect on program costs until FY15 or more likely FY16. Payments 
made to program participants occur after productions have completed and cost reports have been compiled, submitted, and 
reviewed. Thus, it is unlikely that any of these changes will materially change program costs in FY14. Savings would
accumulate over time as existing projects are paid out and new projects under the new provisions of this bill work their way
through the program. LED has not been able to generate program data that distinguishes the various expenditures affected
by the bill, and no estimate of those future savings is available for these provisions. However, LED is confident that the
reduction in credit rate to 20% for below-the-line nonresident payroll will generate costs savings by FY16.

The bill does provide for withholding of personal income taxes from payments for employment services. This does not change
ultimate tax liabilities and may not materially change ultimate tax collections from these earnings. However, to the extent
withholding has not been occurring this will accelerate the receipt of tax payments and may shift receipts between fiscal
years. To the extent liabilities have not been paid, this will encourage compliance and will result in greater tax collections.
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